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SUBJECT: Further Develoments in RAUS-HEINC Case

--
1. On 21 December 1964,(C-	 -Sand I., met with PADS at the Capri

Cafe. Undersigned Was introduced asiC...	 7 , a colleague Me:'
=E7e. RAUS was given to understand that I would hehis primary-contact

th`in e future for matters pertaining_to the slander suit filed by HEINE. At
:-..-7was still available andthe same time it was made cleartthtL C._

would be of help to to on this case. (SeeeLa 	__.7 memorandum dated
29 Deoesiberfor further details.)

2, on 21 December 1964, after the meeting with RAUS, I net with(!: 1
22;of Office of General Counsel. _Earlier tbat day he had discussed the

Lreifie Ian a sterile basis with Attorneys! c	 e7\and EL	 _..7 and they had
agreed tol accept the case within the rfaisework—of certain injiinctions laid down
byf: z .141.rtaining particularly to the impossibility of adducing evidence or
of CIA	 ring in court. They desired to see RAILS and then to have a session
with the operations officers concerned with the case who might best be able 	 .
to brief them on the background. L --O explained to me that he had discussed
with the lawyers a possible conflt ofTinterest between RAUS as the defendant
and the Agency, and it was completely agreed that althou2h acting in his behalf;
the lawyers would take no steps against the Agency without full and complete 	 '
prior coordination witNt: L2

L-,
3. Later that night C 	 .;2 again saw kNUS for the purpose of

advisine him it the two attorneys. (ml's meeting is reported in detail in
EL

i.--	
-? memorandum of 29 December.)

.4. On 23 December-C ::a-kalled to infer= me that the lawyers had had
their first meeting wi6- RAUST-and desired a briefing Iron' us on 30 December.

S. On 28 December RAUS called me on the sterile phone requesting copies
of two reports which he had earlier furnished ue and of which he had failed to
keep copies. I met him on 29 December at Bassin's Restaurant,Pennsylvania
Avenue near 14th Street to pass him this material. He appeared to be very
pleased with the competency of the lawyers when he ha. eat the previous week,
and his earlier rears that the Agency might "leave him holding the bag"
appeared to be dispelled. RAUS stated that he had felt it necessary to explain;
to his boss the need for absenting himself from the office for the purpose
of meetings with the lawyers. This is not his direct sueerviser but a person !
two or three echelons abovc, Retired Rrigadier Cencral Carl : C. Saul, Deputy
Director for Research, Office of Research & Development, Beronu of Public
Roads, Matomic Building. When RAUS spoke to him General Saul stated somethinc
like this: "I remember a year or two ago being briefed by the security officer
on a matter relating to administrative leave for you in connection with
para-military training in the interest of CIA". (The record shows that T-wm,

i	 i



SI i yit CON
-2-

SL___Tlin his then capacity as Cl/LSN had briefed Mr. Phillips, Bureau of Public.
1.-Roa s Security Officer, on an FYI basis. From the General's remark, it may be .
assumed that the Security Officer revealed to him that RAUS's administrative
leave was in fact requested by CIA, thus possibly blowing the AEDEPOT cover to
the General and to WS.) The General appeared concerned only that RAUS might
be in some trn4)1e with the U.S. Government, and RAUS assured him this was not
the case. However, RAUS asked me whether at an apprOpriate moment we could
arrange to brief the General ourselves as to the general background of this
.case so as to preclude any trouble from this source.

6. On 30 December,,C_	 2C	 -iland I met with the two attorneys in.
their offices (firm of c.	 This was è. four hour session during
which the case was gontrover in great detail, and the various possibilities
open to us were thoroughly discussed and weighed. in -additionHweabpnlia&the •
attorneys : with4terile_batkgroUnd-meterial_on 1EINF4A/AIIS:AndAhe:LeagueTfer
Estonian Liberation. (Se c	 3 Memorandum for Record which incorrectly
dates this meeting as 29 December.) c -:2 1 pointed out the various grounds
on which the defense might be based and certiin dangers involved in them. He
wanted at that time a firm decision from the Agency as to whether and how he
should proceed, and it became clear that we needed approval from higher
authority before authorizing him to embark on any course of action which had
within it the possibility of potential embarrassment to the Agency, and we
therefore asked him to hold up for 24 hours until we had a chance to consult
appropriate levels in the Agency. Upon returning to the office I met with

)	 briefed him-on this meeting and then C -land I together
:further discussed it with C_ 3 He later gave a prelianary run-down to

Lc- _	
'nand the litter requested a full briefing the following day.

7. On 31 December"C	 E -" l and I met with ADDP in his office showed !
him the memorandum for DDP dated 21 frecember containing a dondensed write-up
on the case and discussed it in detail. He made two nointa: (a) the case
officer had been ill-advised to give RAUS information'whith would cause him to
put himself in a position where he could be sued; and (b) the %vision had been

sromi ' in not bringirg the case to his attention earlier. I explained that from
A reading of the files it was clear that the case did not look to have serious I

flip potential in the earlier stages, since it aural-id unlikely that HEINE
would follow through on his threat to sue RAUS. C-	 stated that he
understood this but nevertheless strongly felt that he should have been advised
in January 1964 when HEINE first threatened RAUS with letter from his Canadian
attorney, and when SR Division first discussed the case with the Office of
General Counsel. C_	 a asked us to re-group in order to brief Helms
early that aftern&m.

We briefed Mr. Helms at 1430 hoursX 	 tnot Seine present,
having been detained on other business. After ' reading the memorandum and
listening to the legal position as explained by, G-	Nelms stated his
belief that our only course was to let the lawyers go ahead with the defense.
He was not disposed to press for settlement at this stage of the proceedings
primarily because he believed that it was not in our interest to settle out of
.court this and similar suits against the Agency, on the theory that the word
would get around that CIA could readily be touched for n few thousand dollars
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in cases of this kind. As to the danger that RAUS might stRte on the witness
stand that he had received the derogatory material on HEINE from CIA, Helms
felt that if necessary we could live with that, our position being that we are
merely performing our duty in protecting the security interests of the United
States from a suspect Soviet agent. cl its preparing a memo summarizing
the conversatiOns - with ADM and DOM -- --

9. After this meeting G. 	 _3pncI coordinated with him the
language of the defense papers to be served-on 4 January 1965. (Copy in file.)
Simultaneously with filing of this paper the lawyers will invite HEINE to
Washington in order to take his deposition on the case in early February.

10. On 4 January 1965 RAUS called on the sterile phone. He stated that he
had been in Skidmore over New Year's to visit with his wife's sister andwhile

:there had mot briefly with C _1 The major interesting point which care up
was c	 :3 statement that HEINE's lawyers had in their possession copies of
BAUS I letters to the FBI. RAUS asked me whether I knew how the lawyers might
have gotten their hands on these letters and I told him I did not. .RAUS
stated that EL	 himself had mentioned in earlier talks that he had a
personal friend who used to work for the FBI and RAUS wondered whether this
might have been the meduim for the lawyer to obtain the letters. I asked him
to write up a brief report on this conversation and pass it to me during our
next meeting.

11. On 5 January 1965, RAUS called to give the dates when HEINE had
showed his film in the United States. This was at the request off_.;	 2] I

• who was going to discuss the tax angle with the IRS.

12. Between 6 and 8 ,-JanUary tbe 1L3- • ,
TWE/BC/CLand -a dispatch'us 'drafted-for C	 ;LL--rhis-wr.s TollcNO )fl

/4 . :cable - suggesting the advisability of settIng up coverage on HEINE during !:1
period on the possibility that he might establish contact with his RIS.1

case officers. Additionally a memptindum:wss drafted for the Bureali advising
:them in very gemeral_terms-toncerning the forthcoming suit. 	 -

• —

L-Chief, S7/0/AC-.


